o !9 )
O Prrod Ll

| ER 5-5395
Approved For Release 2001/05/ 000900210033-5

7 June 1954
MEMORANDUM FOR: Colonel Yhite
SUBJECT : Budget Control in Administrative Plans

25X1A%a 1. At the mws_ a meeting was held irn
office on 4 June atten by Mr. |
SRR [

from PAPS.

2. The purpose of the meeting was once more to discuss the
need and application of budget-control machinery in administretive
plans for certain projects. All rresent were absolutely convinced
that it 1s most desireble that certain projects de controlled in
their implementation not by a single allotment of funds but by an
operating budget having sub-allotments or budget limitations to
control the amount of zoney waiech ean be expended for each of the
major activities or purposes approved.

3. To illustrate the probvlem, Project -cesu many 25X1A2d1

25X1A N -:c: ;ccc; yot the Agency project-approval
system and the budget system of the Agency provide for only s
single-allotment contrcl over taz ertire sum cf money. Moreover,
the disbursing officers and certifying offlicers concernsd are
given no document adequately outliaing the scope of approved
asctivities to be undertazen sor indicating the amount of noney
CIA authorizes for expeadiiure on sach of tae several major

25X1A2d1 prograns I . 2ior such circumstances, CIA funde may not
be, and frequently are not, expendnd for the balanced program as
approved but may be freely saifted from cnoe approved activity to
ancther, or even expended for unmuthorized purposes.

4. 1In this particular iToject, waich I have selected to
iliustrate the problem, the irectcr aas in the past evidenced
direct interest that only s prescribed smount of money (and effort)
be expended for each of the several approved activities ] 25X1A2d1
Adequate flexibility has beeu giver to the operating principals to
meke reasomsble adjustments in the budget, but mejor tramsfer of
funds and effort, or the undertaking of new activities, is prohibi-
ted except with CIA approval. / 17
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5. Despite these facts, CIA has not yet been able to foraal-
ize these stipulstions on a continuing basis in an administrative
plas for the conduct I FAPS st the present tims has
other projects (NN is s specific exampla) waich, in the
opinion of PAPS and the Comptroller, wsrrant more detailed control
then thet afforded by s singls sllotment. A major impasse exists
in that the Area Divisicns of D0/, the il D0P, the Comptroller,
and FAPE itself heve not been sble to develop s budget-gontrol
system (nor lsnguage for the expression of sueh & system for use
in sdminigtrative plans) waleh 1s smtually acseptable.

6. Ome major problem appesrs to be the fact that DD/P com-
muthaumxwaftmmmmmmm
ingert such controls into an sdministrative plan.

7. In our discussions on this point, we referred bagk to

he Confidentisl Funds Begulaticns, whieh
pinces & responsiovl jointly on DD/P and DD/A to approve an
sdministrative plan which will provide optimum standards of sound
sdministretion compatible with security and operational sircus-
stances. Thus, 1f it is the Comptroller's and PAPS' opinion that
s project requires wore detallad bHudgetary control to ensure sound
sdainistratisn, such provisions savuld be ingcorporated into the
sdninistrative plan. Dissebters have the clear option to non-
concur and the IN/P and the ID/A will support ome positics or the
other, or the matter will be resclved by the Director.

8. Op this basis it was the consensus that Project [N
would be se handled as a test cmse, and the bamlance of the meeting
was concersed with the type of budgetary control which seemed
warrasted and the language to be used in setiing forth the necessary
requirements.

9. 7The undsraigned presented to the group his opinion that the
best way to solve this problew ik & harmonlous Bnner Vs not to
fight over each individual project, but rather to develop a common
concept and systez for all sppropriste projecis. The simple fact
1s that CIA has not adopted any integrated concept of project approv-
al for the plmaned sdsinistrstive control of projects and, which is
most important, CIA lacks an sdeguate system of budgetary and fizcal
control over operstiomal funds.

10. As en example of this deficienmcy, tae FRC or the Director

approve inmdividual projects requiring funds in excess of §25,000; yet
]

are approved for projeets in sueh general terms
that thera is sbselutely no sssurmnce that the aonies will in fact
be expended for the purposes the authorizieg official had in mind.
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Purthermore, the autnorizing official camnot be sure these funds
will not be expended for purposes of which be would disapprove,
were he aware of thew,

11. The single-allotoent aystesn, as the sols independent
ecountercheck to the expenditure of funds, is grossly inedequete for
many operaticoal projects running esch
It is an unfortunste fact that toHe Compiroller is mot even furnish-
ol with a suecinct statenent of the various activities contemplated
whioh are being suthorized for lmplementstion, nor with & budgeti
showing either the basis upon waich the total amonnt of funds
requirsd was compiled or indiecating the smount of funds authorized
(st lemst in theory) for each of fultiple activities waich are
often included in o single projeet. Under these eircumsstances the
Cospiroller cannot f2lfill his norsml function of assuriag that the
activities conductel undar specific projects are within the over-
all scope of the projeet as approved, to say nothing of assuring
that fupds are not diverted from one objective set forth in the
projeet o0 other cblsctives.

12. In terag of the above, | advised the group that it was
my aonest eonvietion that there would never be & sensibla, generslly-
accepted solution Lo theee probileas untll the Agency mede an objec-
tive study of its over-all systow for the plabning, mtmiutim
and administration of operstional Jeets. “he present gy
consists of a series of unrelatec f::a often eenﬂ.ictm} wguhtima
waich do not consitute apn adequate, irtegrated aystem for the control
snd diregtion of cperational aeci:vities.

13. 1 also advised the group thet I was prepering a staff study
desigoed 0 bring out this problem with the ob}cctivo of securing
official action to remedy the situation.

I 25X1A%a

ec:  Comptroller
ea: Chlell, FAPS

DDAEDE:m
1-DDA chrono
1-DDA subject ™
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